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DEPARTMENT  OF  HEALTH, 
EDUCATION,  AND  WELFARE 

Office  of  Education 

[45  CFR  Part  190] 

Basic  Educational  Opportunity  Grant 
Program;  Family  Contribution 
Schedules 

agency:  Office  of  Education,  HEW. 
action:  Notice  of  proposed  rulemaking. 

SUMMARY:  The  family  contribution 
schedules  are  the  formulas  used  to 
measure  financial  need  for  the  purpose 
of  computing  the  amount  of  a  student’s 
award  under  the  Basic  Educational 
Opportunity  Grant  Program.  The 
legislation  governing  the  program 
requires  that  these  schedules  be 
submitted  annually  for  public  comment 
and  for  review  by  both  Houses  of 
Congress.  The  changes  being  proposed 
for  1980-81  in  the  family  contribution 
schedules  are  intended  to  accomplish  a 
number  of  objectives.  Several  of  the 
changes  are  necessitated  by  the 
adoption  of  a  common  student  aid 
application  form  for  1980-81.  Others 
reflect  a  change  in  the  assessment  rate 
of  income  for  independent  students  with 
dependents  and  in  the  treatment  of 
income  and  assets  of  dependent 
students.  Another  revises  the  conditions 
under  which  a  student  may  file  a  Basic 
Grant  Supplemental  Form  using 
estimated  data  for  the  first  calendar 
year  of  the  award- period  instead  of  base 
year  data. 

DATES:  Comments  must  be  received  on 
or  before  September  10,  1979. 

ADDRESSES:  Written  comments  should 
be  sent  to  Whlliam  Moran.  Chief,  Basic 
Grant  Policy  Section,  Division  of  Policy 
and  Program  Development.  ROB-3, 

Room  4318.  400  Maryland  Avenue  S.W., 
Washington.  D.C.  20202.  Comments  will 
be  available  for  public  inspection  at  the 
above  address  between  8:30  a.m.  and 
4:30  p.m.  Monday  through  Friday  (except 
Federal  holidays. 

FOR  FURTHER  INFORMATION  CONTACT: 

William  Moran.  (202)  472—1300. 

SUPPLEMENTARY  INFORMATION: 

General  Background 

These  proposed  changes  in  the  family 
contribution  schedules  for  1980-81  are 
being  submitted  for  public  comment. 

The  final  regulations  resulting  from  this 
notice  of  proposed  rulemaking  will  be  in 
effect  for  the  1980-81  award  period.  The 
proposed  changes  are  described  below. 


Summary  of  Proposed  Changes 

I.  Changes  relating  to  the  adoption  of  a 
common  student  aid  application  form. 

In  an  effort  to  simplify  the  student  aid 
application  process,  the  Office  of 
Education  plans  to  adopt,  beginning 
with  the  1980-81  award  period,  a 
common  form  on  which  students  may 
apply  for  a  Basic  Grant  and  for  aid 
.under  the  three  campus-based  programs. 
The  common  form  has  been  developed 
by  staff  members  of  the  Bureau  of 
Student  Financial  Assistance  working 
closely  with  the  Coalition  for  the 
Coordination  of  Student  Financial  Aid. 

The  draft  form  has  been  reviewed  by 
financial  aid  administrators, 
representatives  from  State  agencies, 
students,  and  Congressional  staff.  The 
form  will  include  data  elements 
necessary  to  compute  the  Basic  Grant 
Eligibility  Index  and  the  expected  family 
contribution  under  Uniform 
Methodology  (UM).  It  will  also  include  a 
minimal  number  of  additi6nal  data 
elements  considered  essential  for  a 
financial  aid  officer  to  have  in 
determining  whether  adjustments  should 
be  made  in  the  UM  expected  family 
contribution  in  individual  cases.  Three 
of  the  changes  in  the  Family 
Contribution  Schedules  for  1980-81 
relate  to  the  adoption  of  the  common 
form. 

1.  Replace  the  unusual  expense  offset 
with  an  unusual  medical  expense  offset 
and  eliminate  Casualty  and  Theft 
Losses  as  a  line  item  on  the  form.  • 

Section  411(a)(3)(B)(ii)(V)  of  the 
Higher  Education  Act  of  1965  provides 
that  one  criterion  which  shall  be  used  in 
determining  Basic  Grant  eligibility  will 
be;  “Any  unusual  expenses  of  the 
student  or  his  family,  such  as  unusual 
medical  expenses,  and  those  which  may 
arise  from  a  catastrophe.”  To  reflect  this 
statutory  provision,  the  current  Family 
Contribution  Schedules  provide  an 
unusual  expense  offset,  equal  to  the 
amount  by  which  the  sum  of 
unreimbursed  medical  and  dental 
expenses  and  unreimbursed  losses 
resulting  from  a  catastrophe  exceeds 
20%  of  effective  family  income.  In  the 
1979-80  application,  lines  25  and  44 
reflect  medical  and  dental  expenses  (for 
dependent  and  independent  applicants 
respectively).  And,  casualty  and  theft 
losses  are  reported  on  lines  26  and  45. 

In  the  1980-81  form  we  propose  to 
delete  the  casualty  and  theft  loss  line 
item.  We  feel  that  these  losses  generally 
will  still  be  reflected  without  the  need 
for  an  offset  and  a  separate  line  item  on 
the  application.  Losses  which  affect 
investments  and  real  estate  will  be 
reflected  through  lower  amounts 


reported  in  those  two  line  items.  Losses 
affecting  other  family  possessions  which 
have  been  replaced  through  cash 
purchases  will  be  reflected  through  a 
lower  amount  reported  in  the  line  item 
for  cash,  savings,  and  checking 
accounts.  Additionally,  if  after  an 
application  has  been  submitted,  the 
student  or  the  student’s  parents  suffer  a 
loss  of,  or  damage  to,  assets  because  of 
a  natural  disaster  in  an  area  declared  a 
National  Disaster  Area  by  the  President, 
asset  amounts  on  the  SER  may  be 
corrected  to  reflect  the  loss.  Also,  if  an 
applicant  qualified  under  any  of  the 
conditions  for  filing  a  Supplemental 
Form,  asset  amounts  will  be  adjusted  to 
reflect  current  value  ai  the  time  of  filing 
the  application  which  accompanies  the 
Supplemental  Form.  We  feel  that  the 
number  of  applicants  having  casualty 
and  theft  losses  which  are  not  reflected 
through  these  other  means  is  not  of 
sufficient  size  to  warrant  a  line  item  on 
the  form.  The  line  item  for  reporting 
medical  and  dental  expenses — the  other 
item  included  in  computing  the  unusual 
expense  offset — will  remain  on  the  form 
‘  for  1980-81. 

In  the  1980-81  Family  Contribution 
Schedules,  we  are  proposing  to  replace 
the  unusual  expense  offset  by  an 
unusual  medical  expense  offset.  For 
dependent  applicants  this  offset  will 
equal  the  amount  by  which  the  sum  of 
unreimbursed  medical  and  dental  . 
expenses  exceeds  20%  of  the  effective 
income  of  the  parents.  For  independent 
applicants  the  offset  will  equal  the 
amount  by  which  the  sum  of 
unreimbursed  medical  and  dental 
expenses  exceeds  20%  of  the  student's 
effective  family  income. 

2.  Elimination  of  “custody"  from  the 
criteria  for  determining  which  parent's 
income  should  be  reported  for  a  student 
whose  parents  are  divorced  or 
separated. 

Currently  §  190.33(c)  of  the  Family 
Contribution  Schedule  regulations 
provides  that  in  the  case  of  a  dependent 
student  whose  parents  are  separated  or 
divorced,  income  information  shall  be 
provided  by  the  parent  who  has  or  had 
custody  of  the  student.  If  custody  was 
not  awarded,  or  if  parents  have  or  had 
equal  custody,  the  income  to  be  reported 
will  be  that  of  the  parent  with  whom  the 
applicant  resided  for  the  greater  portion 
of  the  12  month  period  preceding  the 
date  of  the  application.  If  neither  of 
those  criteria  apply,  the  income  to  be 
reported  will  be  that  of  the  parent  who 
is  providing  or  has  most  recently 
provided  the  greater  portion  of  the 
student’s  support. 

In  most  instances,  the  question  of 
which  parent  has  custody  is  irrelevant 
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for  applicants  over  seventeen  years  of 
age — approximately  99%  of  the 
dependent  applicant  population.  Thus, 
for  1980-81,  as  part  of  the  effort  to 
simplify  the  application  and  the 
instructions,  we  propose  to  eliminate 
this  criterion.  Section  190.33  of  the 
Family  Contribution  Schedule 
regulations  will  be  revised  to  provide 
that  if  the  parents  are  divorced  or 
separated,  income  information  shall  be 
provided  by  the  parent  with  whom  the 
applicant  resided  for  the  greater  portion 
of  the  12  month  period  preceding  the 
date  of  application.  If  the  student  did 
not  live  with  either  parent  during  that 
period  or  lived  with  each  for  an  equal 
amount  of  time,  the  income  to  be 
reported  will  be  that  of  the  parent  who 


The  third  calendar  year  of  the  current 
definition  requires  a  projection  from  all 
applicants  concerning  Residence  with 
parents  until  at  least  mid-February  in 
the  second  calendar  year  of  the  award 
period.  The  third  year  income  tax 
criterion  will  be  a  projection  for  all 
applicants.  And,  the  answet  to  the 
question  about  parental  financial 
support  in  the  third  calendar  year  could 
also  be  a  projection  throughout  the 
remainder  of  the  period  when  an 
application  may  be  filed.  Thus,  in  the 
vast  majority  of  cases  the  answers  to 
the  questions  pertaining  to  the  third  year 
of  the  definition  will  be  projections. 

Many  applicants  simply  do  not  know 
at  the  time  they  file  the  application  what 
their  status  will  be  in  the  third  year.  If 
an  applicant  has  answered  “NO”  to  all 
three  questions  for  the  first  two  years,  it 
is  highly  unlikely  that  he  or  she  will 
project  a  “YES”  for  the  third  year.  Thus, 
it  is  only  in  rare  cases  that  a  student’s 
status  would  be  determined  solely  on 
the  basis  of  what  he  or  she  answers  for 
the  third  year.  In  any  event,  since  the 
applicant’s  projection  for  the  third  year 
is  usually  a  guess  based  on  his  or  her 
status  for  the  first  two  years,  the 
question  for  the  third  year  is  generally 


has  provided  the  greater  portion  of  the 
student’s  support  during  that  period.  If 
neither  of  the  above  criteria  apply,  the 
income  to  be  reported  will  be  that  of  the 
parent  who  provided  the  greater  portion 
of  the  student’s  support  during  the 
period  beginning  January  1, 1979  and 
ending  twelve  months  prior  to  the  date 
of  the  application. 

3.  Elimination  of  the  third  year  in  the 
criterio'for  determining  “independent 
student”  status. 

Currently,  the  three  criteria  of  the 
independent  student  definition  must  be 
met  for  the  base  year  and  both  of  the 
calendar  years'in  which  the  award 
period  occurs. 

For  1979-80,  the  questions  are  as 
follows: 


not  a  valid  means  for  determining  the 
applicant’s  dependency  status.  Thus,  w’e 
are  proposing  to  delete  the  third  year 
from  the  definition  of  an  “independent 
student”  in  §  190.42  of  the  Family 
Contribution  Schedules  for  1980-81.  In 
the  common  student  aid  application 
form  for  1980-81.  the  questions  on  the 
applicant’s  status  will  cite  only  the 
years  1979  and  1980.  When  the  Family 
Contribution  Schedules  are  published  as 
final  regulations,  identical  changes  in 
the  independent  student  definition  will 
be  made  for  the  regulations  governing 
each  of  the  three  campus-based 
programs  (National  Direct  Student  Loan, 
College  Work-Study,  and  Supplemental 
Educational  Opportunity  Grants). 

II  Changes  in  income  treatment 

1.  Adjustment  of  family  size  offsets 

The  family-size  offsets  Included  in  the 
family  contribution  schedules  are 
intended  to  provide  for  basic  family 
expenses  which  must  be  met  before  any 
contribution  toward  a  student’s 
educational  costs  can  be  expected.  In 
order  to  establish  a  standard  for 
determining  the  amount  of  these 
expenses,  the  Basic  Grant  program 


adopted,  during  its  initial  year  of 
operation,  the  “Weighted  Average 
Thresholds  a(  Low  Income  Level" 
developed  by  the  Social  Security 
Administration  and  published  by  the 
Bureau  of  the  Census.  These  expenses 
are  based  on  the  food  costs  of  families 
of  given  sizes,  and  make  certain 
assumptions  about  additional  expenses 
of  shelter  and  other  family  needs.  These 
base-line  data  have  been  updated 
annually  to  accommodate  the  increases 
in  the  Consumer  Price  Index  published 
by  the  Bureau  of  Labor  Statistics  of  the 
Department  of  Labor. 

In  applying  for  Basic  Grants  for  the 
1980-81  award  period,  applicants  report 
actual  financial  data  for  the  calendar 
year  1979,  i.e.,  the  “base  year”  for  the 
1980-81  award  period.  To  derive  the 
family  size  offsets  for  the  1979  base 
year,  those  used  for  1978  will  be 
adjusted  to  correspond  to  the  actual 
increase  in  the  Consumer  Price  Index 
published  by  the  Bureau  of  labor 
Statistics  at  the  end  of  the  year.  Since 
this  notice  of  proposed  rulemaking  is 
published  well  before  the  conclusion  of 
the  year,  the  amounts  in  the  1980-81 
family  contribution  schedule  are 
estimated  by  increasing  those  used  for 
1979-80  by  9.2%.  When  the  final 
regulation  is  published,  these  estimated 
amounts  will  be  replaced  by  family  size 
offsets  based  on  the  actual  Consumer 
Price  Index  statistics  for  1979  as 
published  by  the  Department  of  Labor. 

2.  Include  income  and  assets  for 
dependent  student  and  spouse. 

Currently  the  income  of  a  dependent 
student  and  the  dependent  student’s 
spouse  is  not  assessed  in  computing  a 
student’s  Basic  Grant  eligibility  index. 
Section  190.37  of  the  Family 
Contribution  Schedule  regulations 
provides  that  the  dependent  applicant’s 
assets  will  be  assessed  at  33%. 

However,  no  assessment  is  made  of  the 
assets  of  the  dependent  student’s 
spouse.  The  program  has  received 
considerable  criticism  for  ignoring  these 
potential  resources. 

A  recent  analysis  of  a  representative 
sample  of  1977  dependent  student 
income  reported  by  students  and 
parents  filing  the  Financial  Aid  Form 
(FAF)  of  the  College  Scholarship  Service 
showed  that: 

•  65.4%  of  dependent  students  have 
annual  earnings  less  than  $1,000 

•  92.3%  of  dependent  students  have 
annual  earnings  less  than  $3,000 

•  98.5%  of  dependent  students  have 
annual  earnings  less  than  $6,000 

•  99.95%  of  dependent  students  have 
annual  earnings  less  than  $15,000. 

These  data  support  the  conclusion 
that,  in  general,  dependent  student 


Section  C.— Applicant's  Status 


1978?  1979?  1930? 


Yes  No  Yes  No  Yes  No 


Old  or  will  applicant  Uve  witli 
parents  for  more  than  six  weeks 
during— 

Old  or  will  parents  claim  applicant  .. 
as  a  U  S.  income  tax  exemption 
for— 

Old  or  will  applicant  receive 
assistance  worth  more  than 
$750  from  parents  dunng— 
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income  would  not  be  a  significant  factor 
for  most  students  in  determining  their 
Basic  Grant  eligibility  index.  However, 
they  also  support  the  criticism  that  in 
some  instances  the  Basic  Grant  Program 
is  ignoring  substantial  resources  for 
dependent  students. 

In  the  1980-81  Family  Contribution 
Schedules  we  propose  to  revise  §  190.37 
to  include  the  assets  of  the  dependent 
student's  spouse  as  well  as  those  of  the 
dependent  student.  The  assessment  rate 
for  the  assets  of  single  dependent 
students  will  remain  at  33%.  For  married 
dependent  students,  an  asset  reserve  of 
$25,000  will  be  established,  and  any 
assets  in  excess  of  the  reserve  will  be 
assessed  at  a  rate  of  5%.  This  procedure 
will  parallel  the  asset  treatment  which 
has  been  adopted,  beginning  with  the 
1979-80  award  period,  for  married 
independent  students,  except  that  there 
will  not  be  an  additional  asset  reserve 
for  farm  and  business  assets. 

Additionally,  we  propose  to 
incorporate  into  the  formula  the  base 
year  taxable  and  nontaxable  income  of 
the  dependent  student  and  his  or  her 
spouse.  In  assessing  the  income  of  the 
dependent  student  and  spouse,  offsets 
will  be  established  in  the  same  way  that 
they  are  established  for  independent 
students  and  dependent  student’s 
parents.  However,  the  dependent 
student's  offset  will  be  reduced  to 
account  for  the  parental  share  of 
maintenance  expenses  for  that  student 
which  is  already  included  in  the  family 
size  offset  for  that  dependent  student’s 
parents.  This  adjustment  will  avoid 
double  counting  of  allowances  for 
maintenance  expenses  in  the  formula. 

In  many  instances  a  married 
dependent  student  will  be  considered 
dependent  because  he  or  she  has 
answered  “Yes”  for  the  base  year  to  one 
of  the  three  questions  which  determine 
an  applicant’s  status.  That  is,  the 
applicant  may  have  lived  with  his  or  her 
parents  for  six  weeks  in  the  base  year, 
and  thus  for  Basic  Grant  purposes  be 
categorized  as  a  dependent  student.  But 
since  that  period  of  residence  with  the 
parents,  the  applicant  has  married  and 
established  a  separate  household.  In  this 
situation  the  dependent  student’s  spouse 
would  not  be  included  in  the  family  size 
of  the  dependent  student’s  parents  and 
thus  would  not  be  included  in  the 
regular  family  size  offset.  Since  the 
income  of  the  dependent  student’s 
spouse  is  to  be  assessed,  there  should, 
of  course,  be  an  offset  against  that 
income.  Thus,  an  offset  for  the  married 
dependent  student  will  be  established 
which  will  be  derived  by  adding  to  the 
single  dependent’s  offset  an  amount 
equivalent  to  that  allowed  for  each 


family  member  in  the  household  of  the 
dependent  student’s  parents. 

’The  dependent  student  offset  will  be 
subtracted  from  the  income  of  the 
dependent  student  and  spouse.  For 
single  dependent  students,  75%  of  the 
remainder  will  be  included  in  computing 
the  student's  eligibility  index.  For 
married  dependent  students,  25%  of  the 
remainder  will  be  included.  These 
assessment  rates  are  identical  to  those 
which  we  are  proposing  for  assessing 
the  income  of  single  independent 
students  and  independents  with  a 
spouse,  respectively.  This  is  consistent 
with  our  philosophy  that  the  student,  as 
direct  beneficiary  of  his  or  her 
postsecondary  education,  should  be 
required  to  contribute  a  larger  portion  of 
his  or  her  resources  for  that  education 
than  would  be  expected  from  the 
parents  of  the  student. 

For  1980-81  we  are  proposing  that  the 
amount  of  the  offset  against  income  for 
the  single  dependent  student  be  set  at 
$2,550,  which  is  equal  to  the  offset  for 
the  single  independent  student  ($3,750) 
minus  an  average  share  of  parental 
contribution  to  the  dependent  student’s 
maintenance  expenses  ($1,200).  For  the 
married  dependent  student  the  offset' 
will  be  $3,750. 

As  noted  earlier,  the  amounts  of  the 
offsets  included  in  this  notice  of 
proposed  rulemaking  will  be  replaced  by 
family  size  offsets  based  on  actual 
Consumer  Price  Index  statistics  when 
the  1980-81  Family  Contribution 
Schedules  are  published  as  final 
regulations. 

3.  Reduction  in  the  rates  of  assessing 
the  discretionary  income  of  independent 
students  with  dependents. 

In  the  1979-80  Family  Contribution 
Schedules  several  changes  w'ere  made 
which  were  intended  to  provide  more 
equity  for  independent  students.  One  of 
these  changes  was  a  revision  in  the 
method  of  treating  assets  of  independent 
students  with  dependents  in  calculating 
Basic  Grant  eligibility.  Prior  to  1979-80 
assets  of  all  independent  students  were 
assessed  at  33%  with  no  asset  reserve. 
The  1979-80  schedules  revised  the  asset 
treatment  for  independent  students  with 
dependents  to  make  it  parallel  to  the 
asset  treatment  for  dependent  student’s 
parents.  A  personal  asset  reserve  of 
$25,000  was  established — with  a  reserve 
of  up  to  $50,000  for  applicants  with  farm 
and  business  assets — and  an 
assessment  rate  of  5%  is  applied  to 
assets  above  the  level  of  the  reserve. 
This  change  was  made  in  recognition  of 
the  fact  that  independent  students  with 
dependents  have  family  re,sponsibilities 
similar  to  those  of  the  parents  of 
dependent  students. 


For  1980-81  we  are  proposing  to  apply 
the  principle  of  the  similarity  between 
dependent  students’  parents  and 
independent  students  with  dependents 
to  the  assessment  of  discretionary 
income.  Currently,  the  single 
independent  student’s  effective  family 
income  is  assessed  at  75%.  The  income 
of  a  married  independent  student  with 
no  dependents  other  than  a  spouse  is 
assessed  at  50%.  And  the  income  of  an 
independent  student  who  has 
dependents  other  than  a  spouse  is 
assessed  at  40%.  For  1980-^1  we  are 
proposing  to  reduce  the  assessment  rate 
of  discretionary  income  for  independent 
students  with  no  dependents  other  than 
a  spouse  from  50%  to  25%,  and  the  rate 
for  independent  students  with 
dependents  other  than  a  spouse  from 
40%  also  to  25%.  These  two  reductions  in 
the  assessment  rates  of  discretionary 
income  diminish  the  gap  between  the 
treatment  of  the  discretionary  income  of 
independent  students  with  dependents 
and  the  treatment  of  the  discretionary 
income  of  dependent  students’  parents, 
which  is  assessed  at  a  rate  of  10^4%. 

III.  Revision  in  the  conditions  under 
which  a  student  may  file  a  Supplemental 
Form 

Delete  "loss  of  unemployment 
benefits”  and  add  "loss  of  any  non¬ 
taxable  benefits.  ” 

The  Supplemental  Form  is  used  to 
report  drastic  changes  in  family 
financial  circumstances  by  using 
estimated  data  for  the  first  year  of  the 
award  period  when  base  year  data 
would  be  an  Inappropriate  measurement 
for  determining  Basic  Grant  eligibility. 

An  applicant  may  file  a  Supplemental 
Form  only  if  he  or  she  meets  one  of 
several  specific  conditions  set  forth  in 
§  190..39  of  the  Family  Contribution 
Schedule  for  dependent  students  or 
§  190.48  of  the  Family  Contribution 
Schedule  for  independent  students. 
Several  of  the  conditions  under  which  a 
Supplemental  Form  may  be  filed 
concern  the  loss  of  employment.  A 
dependent  student  may  file  a 
Supplemental  Form  if  a  parent  whose 
base  year  income  is  reported  on  the 
original  application  has  been 
unemployed  for  ten  weeks  or  more 
during  the  calendar  year  following  the 
base  year  or  has  been  unable  to  pursue 
normal  income  producing  activities  for  a 
similar  period  of  time  because  of  a 
disability  or  loss  or  damage  to  income 
producing  property  caused  by  a  natural 
disaster.  Aii  independent  student  may 
file  a  Supplemental  Form  if  the  spouse 
whose  base  year  income  is  reported  has 
been  unemployed  for  ten  weeks  or  more 
during  the  year  following  the  base  year. 


Federal  Register  /  Vol.  44.  No.  145  /  Thursday,  July  26,  1979  /  Proposed  Rules 


44099 


Additionally,  an  independent  applicant 
also  qualifies  to  file  a  Supplemental 
Form  if  he  or  she  was  employed  full¬ 
time  for  at  least  thirty  weeks  during  the 
base  year  and  is  no  longer  employed 
full-time. 

Currently,  these  criteria  in  the  Family 
Contribution  Schedules  allowing  an 
applicant  to  have  his  or  her  eligibility 
index  recomputed  because  of  a  loss  of 
earnings  are  not  paralleled  by  similar 
criteria  for  reporting  a  loss  of 
nontaxable  benefits.  At  present  the  loss 
of  unemployment  benefits  is  the  only 
instance  in  w’hich  the  loss  of  nontaxable 
income  qualifies  as  a  condition  for  filing . 
a  Supplemental  Form.  The  Family 
Contribution  Schedules  provide  that  the 
form  may  be  filed  if  someone  whose 
base  year  incohie  was  reported  has  had 
his  or  her  unemployment  benefits  expire 
during  the  base  year  or  the  calendar 
year  after  the  base  year. 

Ft)r  19H0-81  we  are  proposing  to  revisf; 
the  conditions  for  filing  a  Supplemental 
Form  so  that  the  loss  of  earned  income 
and  the  loss  of  nontaxable  benefits  will 
l)e  treated  similarly  in  Basic  Grant 
eligibility  index  computations.  The 
currtmt  condition  for  reporting  the 
expiration  of  unemployment  benefits 
will  be  replaced  by  a  broader  condition 
which  will  permil  the  filing  of  a 
Supplemental  Form  if  the  parent  of  a 
dependent  student  or  an  independent 
student  whose  base  year  income  is 
report(!d  has  had  any  type  of  nontaxable 
Ijenefits  expire  during  the  base  year  or 
the  calendar  year  following  the  base 
year.  (  The  one  exception  to  this 
condition  will  be  the  loss  of  veteran's 
bencTit.s,  since  these  are  already 
report(;d  on  the  original  application  as  a 
projf!cled  figure  for  the  award  period.) 

(Catalog  of  Federal  Domestic  Assi.stance  No 
Basic  Educational  Opportunity  Grant 
l•|■ogra^l.| 

Dated:  July  13,  1979. 

Mary  F.  Berry, 

Act  ill};  It.S.  Contmissiuiwr  of  Echiccition. 

Dated:  July  18, 1979. 

Joseph  A.  Califano,  Jr., 

SfHivtary  of  Health,  Education,  and  Welfare. 

PART  190— BASIC  EDUCATIONAL 
OPPORTUNITY  GRANT  PROGRAM 

Subparts  C  and  0  of  Part  190  of  Title  45  of 
the  Code  of  Federal  Regulations  are 
proposed  to  be  revised  to  read  as  follows; 

Subpart  C— Expected  Family  Contribution 
for  Dependent  Students 

Sec 

190.31  Indicators  of  financial  strength. 

190..32  Special  definitions. 

190.33  Effective  family  income. 

190.33a  Effective  student  income. 


Sec 

100.34  Computation  of  the  expected  family 
contribution  for  a  dependent  student 
from  the  effective  family  income. 

190.34a  Computation  of  the  expected  family 
contribution  for  a  dependent  student 
from  effective  student  income. 

190.35  Computation  of  the  expected 
contribution  from  parental  assets. 

190.36  Computation  of  the  expected 
contribution  from  parental  income  and 
assets,  adjusted  for  number  of  family 
members  enrolled  in  programs  of 
postsecondary  education. 

190.37  Computation  of  the  expected 
contribution  from  student's  (and 
spouse's)  assets. 

190.38  Computation  of  the  total  expected 
family  contribution 

190.39  Extraordinary  circumstances 
affecting  the  expected  famdy 
contribution  determination  for  a 
dependent  student. 

Subpart  D— Expected  Family  Contribution 
for  Independent  Students 

1!K).41  Indicators  of  financial  strength. 

1f)0.42  Special  definitions. 

190.43  Effective  family  income. 

I‘KI.44  Computation  <if  the  expected  family 
'  contribution  for  an  indejx.-ndent  student 
from  effective  family  income. 
t90.45  Computation  of  the  expected 
contribution  from  the  assets  of  the 
indtipendent  student  (and  spousej. 

190.46  Computation  of  the  total  expected 
contribution  from  the  student's  (and 
spouse’s)  income  and  assets,  adjusted  for 
number  of  family  members  enrolled  in 
programs  of  postseenndary  education. 
1‘M).47  (Reserved) 

15)0.48  Extraordinary  circumstances 
affecting  the  expected  family 
contribution  determination  for  an 
independent  student. 

Authority;  Pursuant  to  the  authority 
i;onlained  in  title  IV  of  the  Higher  Education 
Act  of  1905.  as  amended  (Pub.  L  89-329).  the 
Commissioner  proposes  to  amend  the 
regulations  in  45  CFR  Part  190. 

Subpart  C— Expected  Family 
Contribution  for  Dependent  Students 

§  190.31  Indicators  of  financial  strength. 

“Expected  family  contribution”  for  a 
dependent  student  means  the  amount 
that  the  student  and  his  or  her  family 
may  reasonably  be  expected  to 
contribute  toward  the  cost  of  his  or  her 
education  for  an  award  period.  Each  of 
the  following  elements  of  financial 
strength  will  be  considered  in 
determining  the  family  contribution  for  a 
dependent  student: 

(a)  The  effective  incomes  of  the 
student  and  the  student’s  spouse,  and 
the  student’s  parent(sj. 

(b)  The  number  of  family  members  in 
the  household  of  the  student's  parent(s). 

(c)  The  number  of  family  members  in 
the  household  of  the  student’s  parent(s) 
who  are  enrolled  in.  on  at  least  a  half¬ 


time  basis,  a  program  of  poslsecondary 
education. 

(d)  The  assets  of  (i)  the  student  and 
his  or  her  spouse,  and  (ii)  the  student’s 
parent(s). 

(e)  The  marital  status  of  the  student 

(f)  The  unusual  expenses  of  the 
student's  parent(s).  These  unusual 
expenses  are  limited  to  medical  and 
dental  expenses. 

(g)  The  additional  expenses  incurred 
when  both  parents  of  the  student  are 
employed  or  when  a  family  is  headed  by 
a  single  parent  who  is  employed. 

(h)  The  tuition  paid  by  the  student’s 
parents  for  dependent  children,  other 
than  the  student,  who  were  enrobed  in 
an  elementary  or  secondary  school. 

(20U.S.C.  1070a{al(3)(B)(iil) 

§  190.32  Special  definitions. 

For  purposes  of  this  siibpart: 

“As.sets’’  means  cash  on  hand 
including  amounts  in  checking  and 
savings  accounts,  trusts,  stocks,  bonds, 
other  securities,  real  estate,  home  (if 
owned),  income  producing  property, 
business  equipment,  and  business 
inventory. 

However,  for  Native  American 
students,  the  following  shall  not  be 
considered  as  an  asset  of  the  student  or 
his  or  her  family  in  determining  the 
expected  family  contribution: 

(a)  Any  property  received  under  the 
Distribution  of  Judgment  Funds  Act  (25 
U.S.C.  1401,  et  seq.)  or  the  Alaska 
Native  Claims  Settlement  Act  (43  L'.S.C. 
1601,  et  seq.). 

(b)  Any  property  that  may  not  be  sold 
or  encumbered  without  the  consent  of 
the  Secretary  of  Interior,  or 

(c)  Any  other  property  held  in  trust  for 
the  student  or  his  family  by  the  United 
Stales  Government. 

"Business  assets”  means  property  that 
is  used  in  the  operation  of  a  trade  or 
business,  including  real  estate, 
inventories,  buildings,  machinery  and 
other  equipment,  patents,  franchise 
rights,  and  copyrights. 

"Dependent  of  the  student's  parents” 
means  the  student  and  any  of  the 
following  persons  for  whom  the  parents 
provide  or  will  provide  more  than  one- 
half  support  during  1980: 

(a)  Other  children  of  the  student’s 
parents,  or 

(b)  Persons  living  with  the  parents  at 
the  time  that  the  Basic  Grant  application 
is  filed. 

“Dependent  student"  means  any 
student  who  does  not  qualify  us  an 
independent  student  as  defined  in 
§  190.42(a). 

"Dependent  student  offset"  means  an 
offset  from  the  effective  income  of  a 
dependent  student  and  his  or  her  spouse 
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to  meet  the  basic  needs  of  the  student 
and  spouse.  This  offset  is  derived  by 
subtracting  from  the  family  size  offset 
for  a  single  independent  student  the 
“average”  parental  share  for 
maintenance  expenses  for  the  student 
which  is  already  a  part  of  the  parents' 
family  size  offset.  The^‘‘average” 
parental  share  is  the  average  increase  in 
the  family  size  offset  for  each  family 
member  above  one  in  the  family  size. 

For  1980-81  this  amount  is  $1.2(K). 

“Effective  family  income"  and 
"effective  income  of  the  student  and 
spouse”  are  described  in  §  190.33  and 
190.33a  respectively. 

(20U.S.C.  1070a(a)(3)(B){iii)) 

“Employment  expense  offset”  means 
an  allowance  to  meet  expenses  relating 
to  employment  w'hen  both  parents  are 
employed  or  when  one  parent  qualifies 
as  a  surviving  spouse  or  as  head  of  a 
household  under  section  2  of  the 
Internal  Revenue  Code. 

(20  U.S.C.  1070a(a)(3)(B)|ii)(V|) 

“Family  size  offset”  means  an 
allowance  to  meet  the  subsistence 
expenses  of  a  family,  including  food, 
shelter,  clothing,  and  other  basic  needs. 
This  offset  is  derived  from  the 
“Weighted  Average  Thresholds  at  the 
Low  Income  Level,”  as  developed  by  the 
Social  Security  Administration. 

“Farm  assets”  means  any  property 
owned  and  used  in  the  operation  of  a 
farm  for  profit,  including  real  estate, 
livestock,  livestock  products,  crops,  farm 
machinery,  and  other  equipment 
inventories.  A  farm  is  not  considered  to 
be  operated  for  profit  if  crops  or 
livestock  are  raised  mainly  for  the  use  of 
the  family,  even  if  some  income  is 
derived  from  incidental  sales. 

“Federal  income  tax”means  (a)  the 
tax  on  income  paid  to  the  U.S. 
Government  under  chapter  2  of  the 
Internal  Revenue  Code,  or  (b)  the  tax  on 
income  paid  to  the  Governments  of 
Puerto  Rico,  Guam,  American  Samoa, 
the  Virgin  Islands,  the  Northern  Mariana 
Islands,  or  the  Trust  Territory  of  the 
Pacific  Islands  under  the  laws 
applicable  to  those  jurisdictions,  or  (c) 
the  comparable  taxes  paid  to  the  central 
government  of  a  foreign  country. 

(20  U.S.C.  1070a{a)(3)(b)(iii)) 

“Medical  expenses”  means 
unreimbursed  medical  and  dental 
expenses,  except  premiums  for  medical 
insurance,  that  may  be  deducted  under 
section  213  of  the  Internal  Revenue 
Code  paid  in  1979  by  the  parents  of  the 
student  unless  the  student  files  an 
application  with  the  Commissioner 
under  the  provisions  of  §  190.39.  In  that 


case  the  expenses  reported  are  those 
paid  in  1980. 

“Net  assets”  means  the  current 
market  value  at  the  time  of  application 
of  the  assets  included  in  the  definition  of 
“assets”  minus  the  outstanding 
liabilities  (indebtedness)  against  those 
assets. 

“Parent"  means  the  student  s  mother 
or  father.  An  adoptive  parent  is 
considered  the  student's  mother  or 
father. 

(20  U.S.C.  1070a(a)i3)(B)  unless  otherwise 
noted) 

§  190.33  Effective  family  income. 

(a)  Effective  family  income  is  the 
annual  adjusted  family  income  minus 
the  Federal  income  tax  paid  or  payable 
for  the  year  that  adjusted  gross  income 
is  used  in  the  calculation  of  the  student's 
Basic  Grant. 

(b)  “Annual  adjusted  family  income" 
means,  except  as  provided  in 
paragraphs  (c).  (d).  (e).  and  (f)  of  this 
section,  and  §  190.39 — 

(1)  The  sum  received  in  1979  by  the 
student’s  parents  from — 

|i)  Adjusted  gross  income,  as  defined 
in  section  62  of  the  Internal  Revenue 
Code,  regardless  of  whether  the  parent 
filed  an  income  tax  return: 

(ii)  Investment  income  upon  which  no 
Federal  income  fax  need  be  paid.  An 
example  of  such  income  is  the  interest 
on  municipal  bonds:  and 

(iii)  Other  income  upon  which  no 
Federal  income  tax  need  be  paid. 
Examples  of  such  income  include  child 
support  payments,  income  from  income 
maintenance  programs  such  as  welfare 
benefits,  and  Social  Security  benefits: 

(2)  Any  Social  Security  benefits  paid 
to  the  student  in  1979;  and 

(3)  One-half  of  any  veteran’s  benefits 
to  be  paid  to  the  student  under  chapters 
34  and  35  of  the  United  States  Code  for 
the  1980-81  award  period. 

(c)  For  a  Native  American  student,  the 
annual  adjusted  family  income  does  not 
include  the  income  received  by  the 
student's  parents  under  the  Distribution 
of  Judgment  Funds  Act  (25  U.S.C.  1401. 
et  seq.)  or  the  Alaska  Native  Claims 
Settlement  Act  (43  U.S.C.  1601,  et  seq.). 

(d)  For  a  student  whose  parents  are 
divorced  or  separated,  the  following 
procedures  apply  for  reporting  a 
parent’s  income  to  determine  the  annual 
adjusted  family  income — 

(1)  Report  only  the  income,  as 
described  in  paragraph  (b)  of  this 
section,  of  the  parent  with  whom  the 
student  resided  for  the  greater  portion  of 
the  12  month  period  preceding  the  date 
of  the  application. 

(2)  If  the  preceding  criterion  does  not 
apply,  report  only  the  income  of  the 


parent  who  provided  the  greater  portion 
of  the  student’s  support  for  the  12  month 
period  preceding  the  date  of  application. 

(3)  If  neither  of  the  preceding  criteria 
apply,  report  only  the  income  of  the 
parent  who  provided  the  greater  support 
for  the  period  commencing  January  1, 

1979  and  ending  12  months  prior  to  the 
date  of  application, 

(e)  The  following  rule  applies  if  either 
a  parent  whose  income  is  taken  into 
account  paragraph  (d),  or  a  parent  who 
is  a  widow  or  widower  and  whose 
income  is  taken  into  account  under 
paragraph  (b)  has  remarried.  The 
income  of  that  parent's  spouse  shall  la; 
included  in  determining  the  student's 
annual  adjusted  family  income  if.  in 
either  1979  or  1980,  the  student — 

(1)  Has  received  or  will  receive 
financial  assistance  of  more  than  S7.5()  in 
either  or  those  years  from  that  spouse, 
or 

(2)  Has  lived  or  will  live  for  more  than 
six  weeks  in  either  of  those  years  in  the 
home  of  the  parent  and  that  spouse. 

(f)  The  annual  adjusted  family  income 
does  not  include  any  student  financial 
assistance  except  those  veteran's 
benefits  cited  in  subparagraph  (1))(3). 

(20  U.S.C.  1070a(a)|3)(B)) 

§  190.33a  Effective  student  income. 

(a)  Effective  student  income  is  the 
annual  adjusted  income  of  the  student 
(and  spouse  for  a  married  stud»’ntj 
minus  the  Federal  income  tax  paid  or 
payable  for  the  year  that  adjusted  gross 
income  is  used  in  the  calculation  of  the 
student’s  Basic  Grant. 

(b)  “Annual  adjusted  income  of  the 
student  and  spouse”  means,  except  as 
provided  in  paragraphs  (c),  (d)  and  (e)  of 
this  section,  and  §  190.39 — 

(1)  The  sum  received  in  1979  by  the 
student  and  spouse  from — 

(i)  Adjusted  gross  income,  as  defined 
in  section  62  of  the  Internal  Revenue 
Code,  regardless  of  whether  the  student 
or  spouse  filed  an  income  tax  return. 

(ii)  Investment  income  upon  which  no 
income  tax  need  be  paid.  An  example  of 
such  income  is  the  interest  on  municipal 
bonds;  and 

(iii)  With  the  exception  of  Social 
Security  benefits  for  the  student,  other 
income  upon  which  no  Federal  income 
tax  need  be  paid.  Example  of  such 
income  include  child  support  payment, 
and  income  from  income  maintenance 
programs  such  as  welfare  benefits. 

(c)  For  a  Native  American  student,  the 
annual  adjusted  income  of  the  student 
and  spouse  does  not  include  the  income 
received  by  the  student  or  spouse  under 
the  Distribution  of  Judgment  Funds  Act 
(25  U.S.C.  1401,  et  seq.)  or  the  Alaska 
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Native  Claims  Settlement  Act  (43  U.S.C. 
1601,  et  seq.J. 

(d)  In  the  case  of  a  student  who  is 
separated,  the  spouse’s  income  shall  not 
be  considered  in  determining  the 
“annual  adjusted  income  of  the  student 
and  spouse". 

(e)  The  annual  adjusted  income  of  the 
student  and  spouse  does  not  include  any 
student  financial  assistance. 

(201I.S.C.  1070a(a)(3)(B)) 

§  190.34  Computation  of  the  expected 
family  contribution  for  a  dependent  student 
from  the  effective  family  income. 

The  expected  family  contribution  for  a 
dependent  student  from  effective  family 
income  is  calculated  as  follows: 

(a)  Determine  the  parents’ 
discretionary  income  by  deducting  the 
follow'ing  offsets  from  the  effective 
family  income: 

|1)  A  family  size  offset  in  the  amount 
specified  in  the  following  table. 

Family  size  offsets 


Family  menibefs;  Amount 

2  . S4,850 

3  .  6.900 

4  _ 7.500 

6 . . . . . . _....  8.800 

6  -  .  10.000 

8  .  12.250 

9  . 13.400 

to  .  14,400 


Plus  S  t  .000  for  each  additional  family  member  over  1 0 

In  determining  the  family  size,  the 
following  rules  apply — 

(1)  If  the  parents  are  not  divorced  or 
separated,  family  members  include  the 
student’s  parents,  and  the  dependents  of 
the  student’s  parents. 

(ii)  If  the  parents  are  divorced  or 
separated  and  not  remarried,  family 
members  include  the  parent  whose 
income  is  included  in  computing  the 
effective  family  income  and  that 
parent’s  dependents. 

(iiij  If  the  parents  are  divorced  and 
the  parent  whose  income  is  included  in 
computing  the  effective  family  income 
has  remarried,  or  if  the  parent  was  a 
widow  or  widower  who  has  remarried, 
family  members  also  include,  in  addition 
to  those  people  referenced  in 
subparagraph  (a)(l)(ii),  the  new  spouse 
and  any  dependents  of  the  new  spouse 
if  that  spouse’s  income  is  included  in 
determining  the  effective  family  income. 

(2)  An  unusual  expense  offset  equal  to 
the  amount  by  which  the  sum  of 
unreimbursed  medical  and  dental 
expenses  exceeds  20%  of  effective 
income  of  the  parents.  The  expenses 
that  m.fy  be  reported  are  those  expenses 
paid  by  the  student’s  parents  during 
1979.  unless  the  student  files  an  , 
application  with  the  Commissioner 

nder  the  provisions  of  §  190.39.  In  that 


case,  the  expenses  reported  will  be 
those  paid  in  1980.  The  expenses  of  both 
parents  are  included  only  if  the  incomes 
of  both  are  subject  to  inclusion  in 
determining  the  effective  family  income. 
Similarly,  a  step-parent’s  expenses  are 
included  only  if  his  or  her  income  was 
subject  to  inclusion. 

(3)  An  employment  expense  offset  in 
the  amount  specified  as  follows — 

(i)  If  both  parents  were  employed  in 
the  year  for  which  their  income  is 
reported  and  both  have  their  incomes 
reported  in  determining  the  expected 
family  contribution,  use  the  lesser  of 
$1500  or  50%  of  the  earned  income 
(income  earned  by  work)  of  the  parent 
with  the  lesser  earned  income. 

(ii)  If  a  parent  qualifies  as  a  head  of 
household  as  defined  In  section  2  of  the 
Internal  Revenue  Corle,  use  the  lesser  of 
$1500  or  50%  of  his  or  her  earned 
income. 

The  earned  income  figure  to  be  used  in 
all  cases  is  that  figure  for  1979  unless 
the  student  files  an  application  with  the 
Commissioner  under  the  provisions  of 
§  190.39.  In  that  case,  the  figure  to  be 
used  is  the  one  for  1980. 

(4)  An  educational  expense  offset 
equal  to  the  tuition  paid  by  the  student’s 
parents  for  dependent  children,  other 
than  the  student,  enrolled  in  elementary 
or  secondary  school.  The  tuition  which 
may  be  reported  is  the  tuition  paid  in 
1979  unless  the  student  files  an 
application  with  the  Commissioner 
under  the  provisions  of  §  190.39.  In  that 
case,  the  tuition  reported  will  be  that 
paid  in  1980. 

(b)  If  the  parents’  discretionary 
income  is  a  positive  amount,  multiply  it 
by  10.5%  to  determine  the  expected 
contribution  from  the  effective  family 
income.  If  the  parents’  discretionary 
income  is  negative,  there  is  no  expected 
ronlribulion  from  the  effective  fanrily 
income. 

(20  I’.S.C.  10r()a(a)(.l)(n)) 

$  190.34a  Computation  of  the  expected 
family  contribution  for  a  dependent  student 
from  effective  student  income. 

(a)  Determine  the  student’s 
discretionary  income  by  deducting  from 
effective  student  income  the  relevant  • 
dependent  student  offset. 

Dependent  Student  Offset 

Stnniti  :4litdoni  .  2550 

Married  studeni . . . . . . .  3750 

(b)  If  the  student’s  discretionary 
income  is  a  positive  amount,  multiply  it 
by  one  of  the  following  figures  to 
determine  the  expected  contribution 
from  effective  student  income: 

(1)  75%  for  the  single  dependent 
student,  or 


(2)  25%  for  the  married  dependent 
student. 

If  the  student’s  discretionary  income 
is  negative,  there  is  no  expected 
contribution  from  effective  student 
income. 

(20  U.S.C.  1070a(a)(3)(B)) 

§  190.35  Computation  of  the  expected 
contribution  from  parental  assets. 

Except  as  provided  for  in  paragraph 
(d),  the  expected  contribution  from 
parental  assets  is  determined  in  the 
following  manner: 

(a)  If  the  net  assets  do  not  include 
farm  or  business  assets,  deduct  an  asset 
reserve  of  $25,000  from  the  net  assets. 

(b)  If  the  net  assets  include  farm  or 
business  assets  as  defined  in  §  190.32, 
deduct  an  asset  reserve  from  the  net 
assets  as  follows — 

(1)  If  farm  or  business  assets  are  less 
than  farm  or  business  debts,  deduct  an 
asset  reserve  of  $25,000  from  the  net 
value  of  all  assets. 

(2)  If  farm  or  business  assets  exceed 
farm  or  business  debts,  and  the  net 
value  of  non-farm  and  non-business 
assets  is  $25,000  or  more,  deduct  an 
asset  reserve  of, 

(1)  $25,(KK)  from  non-farm  and  non¬ 
business  assets,  and 

(ii)  $25,000  from  farm  and  business 
assets, 

(3)  If  farm  or  business  assets  exceed 
farm  or  business  debts  and  the  net  value 
of  non-farm  and  non-business  assets  is 
less  than  $25,000.  deduct  an  asset 
reserve  of  $.50,000  from  the  net  value  of 
all  assets. 

(4)  If  the  result  obtained  in  (1).  (2)(ii), 
or  (3)  is  a  negative  amount,  it  shall  be 
changed  to  zero. 

(c)  The  expected  contribution  from 
parental  assets  equals  five  percent  of 
the  remainder  obtained  in  subparagraph 
(a)  or  (b). 

(d)  If  the  calculation  of  discretionary 
income  required  by  §  190.34(a)  produces 
a  negative  number,  the  expected 
contribution  from  parents’  assets, 
calculated  under  paragraph  (c)  shall  be 
reduced  by  the  amount  of  that  negative 
discretionary  income. 

(e) (1)  If  the  student's  parents  are 
separated,  or  divorced  and  not 
remarried,  only  the  assets  of  the  parent 
whose  income  is  included  in  computing 
annual  adjusted  family  income  shall  be 
considered. 

(2)  However,  if  that  parent  has 
remarried,  or  if  the  parent  w'as  a  widow 
or  widower  who  has  remarried,  and  the 
parent’s  spouse’s  income  is  also 
included  under  §  190.33,  the  assets  of 
that  parent’s  spouse  shall  also  be 

in  Jaded. 

(20  U.S.C.  1070a(a)(3)(B|| 
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§  190.36  Computation  of  the  expected 
contribution  from  parental  income  and 
assets,  adjusted  for  number  of  family 
members  enrolled  in  programs  of 
postsecondary  education. 

(a)  For  each  grant,  the  amount 
expected  from  parental  income  as 
determined  in  §  190.34(b)  is  added  to  the 
amount  expected  from  parental  assets 
as  determined  in  §  190.35. 

(b) (1)  For  each  grant,  the  combined 
expectation  determined  in  paragraph  (a) 
is  adjusted  in  the  following  manner  for 
the  number  of  family  members  who  will 
be  attending,  on  at  least  a  half-time 
basis,  a  program  of  postsecondary 
education  during  the  award  period  for 
which  Basic  Grant  assistance  is 
requested: 


Number  ot  family  members 
errrolled  in  programs  of 
postsecondary  education 

Expected  contribution  per 
student  from  combined 
contribution 

100%  of  the  contribution 

determined  in  paragraph 
(a). 

2 . . 

70%  of  the  contribution 
determined  in  paragraph 

(a). 

3 . 

50%  of  the  contribution 
determined  in  paragraph 
(a) 

4  or  more .  . 

40%  of  the  contribution 
determined  in  paragraph 

(a). 

(2)  Family  members  are  those  persons 
referenced  in  §  190.34(a)(1). 

(20  U.S.C.  1070a(a)(3)(B)) 


§  190.37  Computation  of  the  expected 
contribution  from  the  assets  of  the 
dependent  student  (and  spouse). 

(a)  The  expected  contribution  from  the 
net  assets  of  a  single  dependent  student 
equals  33%  of  the  amount  of  those 
assets. 

(b)  The  expected  contribution  from 
the  net  assets  of  the  married  dependent 
student  and  spouse  is  determined  in  the 
following  manner. 

(1)  Deduct  an  asset  reserve  of  $25,(XK) 
from  the  net  assets.  If  the  result  is 
negative,  it  shall  be  changed  to  zero, 

(2)  The  expected  contribution  from 
assets  equals  5%  of  the  remainder 
obtained  in  subparagraph  (1). 

(20  U.S.C.  1070a(a)(3)(B)) 

§  190.38  Computation  of  the  total 
expected  family  contribution. 

For  each  grant  the  total  expected 
family  contribution  is  the  sum  of — 

(a)  The  expected  contribution  from  the 
parents'  income  and  assets  as 
determined  in  §  190.36, 

(b)  The  expected  contribution  from 
effective  student  income  as  determined 
in  §  190.34a,  and 


(c)  The  expected  contribution  from  the 
student’s  (and  spouse’s)  assets  as 
determined  in  §  190.37. 

(20  U.S.C.  1070a(a)(3)(B)) 

§  190.39  Extraordinary  circumstances 
affecting  the  expected  family  contribution 
determination  for  a  dependent  student. 

(a)  An  applicant  may  submit  an 
application  to  the  Commissioner  for 
determination  of  his  or  her  expected 
family  contribution  using  income  data 
from  1980  instead  of  1979  if — 

(1)  A  parent  whose  income  was  or 
would  have  been  included  in  the 
computation  of  the  expected  family 
contribution  has  died  in  1979  or  1980, 

(2)  A  parent  whose  income  was  or 
would  have  been  included  in  the 
computation  of  the  expected  family 
contribution  has  lost  his  or  her  job  for  at 
least  10  weeks  during  1980. 

(3)  A  parent  whose  income  was  or 
would  have  been  included  in  the 
computation  of  the  expected  family 
contribution  has  been  unable  to  pursue 
normal  income-producing  activities  for 
at  least  10  weeks  during  1980  because  of 
(i)  disability,  or  (ii)  loss  or  damage  to 
inoome-producing  property  as  a  result  of 
a  natural  disaster, 

(4)  Tlie  parents  of  the  applicant  have 
become  separated  or  divorced  after  the 
applicant  submitted  his  or  her 
application,  or 

(6)  A  parent  whose  income  was  or 
would  have  been  included  in  the 
computation  has  had  a  complete  loss  of 
a  particular  type  of  nontaxable  benefits 
in  1979  or  1980.  Types  of  nontaxable 
income  would  include  unemployment 
benefits.  Social  Security  benefits, 
welfare,  etc. 

(b)  An  application  submitted  under 
paragraph  (a)  shall  include  the  effective 
family  income  and  the  effective  income 
of  the  student  and  spouse  already 
received  for  1980  and  an  estimate  of 
those  effective  incomes  to  be  received 
for  the  remainder  of  that  year. 

(c)  An  applicant  may  submit  a  revised 
application  to  reflect  changes  in  asset 
amounts  reported  on  the  previously 
submitted  application  if  the  applicant  or 
the  applicant’s  family  has  suffered  a  loss 
of  or  damage  to  assets  resulting  from  a 
natural  disaster  in  an  area  that  has  been 
declared  a  national  disaster  area  by  Ihe 
President  of  the  United  States. 

(20  U.S.C.  1070a(a)(3)(B)(i){V)) 

Sirispart  0— Expected  Family 
Contribution  for  Independent  Students 

§  190.41  Indicators  of  financial  strength. 

“Expected  Family  Contribution’’  for 
an  independent  student  means  the 
amount  that  the  student  his  or  her 


spouse  may  reasonably  be  expected  to 
contribute  toward  the  cost  of  his  or  her 
education  for  an  award  period.  Each  of 
the  following  elements  of  financial 
strength  will  be  considered  in 
determining  the  family  contribution  for 
independent  students: 

(a)  The  effective  family  income  of  the 
independent  student  and  spouse. 

(b)  The  number  of  family  members  in 
the  household  of  the  student  and  spouse. 

(c)  The  number  of  family  members  in 
the  household  of  the  student  and  spouse 
who  are  enrolled  in,  on  at  least  a  half¬ 
time  basis,  a  program  of  postsecondary 
education. 

(d)  The  assets  of  the  student  and 
spouse. 

(e)  The  unusual  expenses  of  the 
student  and  spouse.  These  unusual 
expenses  are  limited  to  medical  and 
dental  expenses. 

(f)  The  additional  expenses  incurred 
when  both  the  student  and  spouse  are 
employed  or  when  the  employed  student 
qualifies  as  a  surviving  spouse  or  as 
head  of  a  household  under  section  2  of 
the  Internal  Revenue  Code. 

(g)  The  tuition  paid  by  the  student  or 
spouse  for  dependent  children  enrolled 
in  an  elementary  or  secondary  school. 

(26  U.S.C.  1070a  )a)(3)(C)). 

§  100.42  Special  definitions. 

The  definitions  of  “assets”,  "business 
aeaets”,  “farm  assets”,  “family  size 
offset”,  “Federal  income  tax”,  “medical 
expenses”,  “net  assets”,  and  “parent” 
are  set  forth  in  §  190.32. 

"Department”  means  the  student's 
spouse  and  any  of  the  following  persons 
for  whom  the  student  or  spouse  provides 
or  will  provide  more  than  one-half 
support  during  1980;  (a)  Children  of  the 
student  or  spouse:  or  (b)  Persons  living 
with  the  student  and  spouse  at  the  time 
that  the  Basic  Grant  application  is  filed. 

“Effective  family  income”  is  described 
in  §  190.43. 

"Employment  expense  offset”  means 
an  allowance  to  meet  expenses  relating 
to  employment  when  both  the 
independent  student  and  his  or  her 
spouse  are  employed  or  when  the 
independent  student  qualifies  as  a 
surviving  spouse  or  as  head  of  a 
household  under  section  2  of  the 
Internal  Revenue  Code. 

“Independent  student”  means: 

(a)  A  student  who  for  1979  or  1980 — 

(1)  Has  not  been  claimed  and  will  not 
be  claimed  as  an  exemption  for  Federal 
income  tax  purposes  by  his  or  her 
parent(s)  for  either  of  these  years: 

(2)  Has  not  received  and  will  not 
receive  financial  assistance  of  more 
than  $750  from  his  or  her  parent(s)  in 
either  of  these  years:  and 
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(3)  Has  not  lived  and  will  not  live  for 
more  than  six  weeks  in  the  home  of  his 
or  her  parent(s)  in  either  of  these  years: 
or 

(b)  A  student  whose  last  surviving 
parent  for  who  hnancial  information 
would  have  been  reported  on  the 
application  under  the  provisions  of 
Subpart  C  has  died  in  1979  or  1980. 

(20  U.S.C.  1070a(a){3)(B)(iii)) 

§  190.43  Effective  family  income. 

(a)  Effective  family  income  is  the 
annual  adjusted  family  income  minus 
the  Federal  income  tax  paid  or  payable 
for  the  year  that  adjusted  gross  income 
is  used  in  the  calculation  of  the  student’s 
Basic  Grant. 

(b)  ‘‘Annual  adjusted  family  income” 
means,  except  as  provided  in 
paragraphs  (c),  (d),  and  (e)  of  this 
section  and  §  1^.48 — 

(1)  The  sum  received  in  1979  by  the 
student  and  spouse  from — 

(1)  Adjusted  gross  income,  as  defined 
in  section  62  of  the  Internal  Revenue 
Code,  regardless  of  whether  the  student 
or  spouse  filed  an  income  tax  return; 

(ii)  Investment  income  upon  which  no 
Federal  income  tax  need  be  paid.  An 
example  of  such  income  is  the  interest 
on  municipal  bonds;  and 

(iii)  Other  income  upon  which  no 
Federal  income  tax  need  be  paid. 
Examples  of  such  income  include  child 
support  payments,  income  from  income 
maintenance  programs  such  as  welfare 
benefits  and  Social  Security  benefits. 

(2)  One-half  of  any  veteran’s  benefits 
to  be  paid  to  a  student  under  Chapters 
34  and  35  of  the  United  States  Code  for 
the  1980-81  award  period. 

(c)  For  a  Native  American  student,  the 
annual  adjusted  family  income  does  not 
include  the  income  received  by  the 
student  or  spouse  under  the  Distribution 
of  Judgment  Funds  Act  (25  U.S.C.  1401, 
et  seq.)  or  the  Alaska  Native  Claims 
Settlement  Act  (43  U.S.C.  1601,  et  seq.) 

(d)  In  the  case  of  a  student  who  is 
separated,  the  spouse’s  income  shall  not 
be  considered  in  determining  the  annual 
adjusted  family  income. 

(e)  The  annual  adjusted  family  income 
does  not  include  any  student  financial 
assistance  except  those  veteran’s 
benefits  cited  in  subparagraph  (b)(2). 

(20  U.S.C.  1070a(a)(3](B)  and  (C)) 

§  190.44  Computation  of  the  expected 
family  contribution  for  an  independent 
student  from  effective  family  income. 

The  expected  family  contribution  for 
the  independent  student  from  effective 
family  income  is  calculated  as  follows: 

(a)  Determine  discretionary  income  by 
deducting  the  following  offsets  from  the 
effective  family  income. 


(1)  A  family  size  offset  in  the  amount 
specified  in  the  following  table. 

Family  size  offsets 


Family  members: 

1 . 

2 . 

5  . 

6  . 

7 . 

e . 

9  . 

10  . 


Arnount 

$3,750 

4,050 

5,900 

7,500 

8,800 

10,000 

11,050 

12,250 

13.400 

14.400 


Plus  $1,000  for  each  additional  family  memtief  ever  10. 


In  determining  the  family  size,  the 
following  rules  apply — 

(1)  Family  members  normally  include 
the  student  and  spouse  and  their 
dependents. 

(ii)  However,  if  the  student  is  divorced 
or  separated,  the  spouse  (ex-spouse)  and 
his  or  her  dependents  are  not  counted  in 
the  family  size. 

(2)  An  unusual  expense  offset  equal  to 
the  amount  by  which  the  sum  of 
unreimbursed  medical  and  dental 
expenses  exceeds  20%  of  effective 
family  income.  The  expenses  that  may 
be  reported  are  those  expenses  paid  by 
the  student  and  spouse  in  1979,  unless 
the  student  files  an  application  with  the 
Commissioner  under  the  provisions  of 

§  190.48.  In  that  case,  the  expenses 
reported  will  be  those  paid  in  1980.  The 
expenses  of  both  the  student  and  spouse 
are  included  only  if  the  incomes  of  both 
are  subject  to  inclusion  in  determining 
the  effective  family  income. 

(3)  An  employment  expense  offset  in 
the  amount  specified  as  follows — 

(i)  If  both  the  student  and  spouse  were 
employed  in  the  year  for  which  their 
income  is  reported  and  both  have  their 
incomes  reported  in  determining  the 
expected  family  contribution,  use  the 
lesser  of  $1,500  or  50%  of  the  earned 
income  (income  earned  by  work)  of  the 
person  with  the  lesser  earned  income. 

(ii)  If  a  student  qualifies  as  a  head  of 
household  as  defined  in  section  2  of  the 
Internal  Revenue  Code,  use  the  lesser  of 
$1500  or  50%  of  his  or  her  earned 
income. 


The  earned  income  figure  to  be  used  in 
all  cases  is  that  figure  for  1979,  unless 
the  student  files  an  application  with  the 
Commissioner  under  the  provisions  of 
§  190.48.  In  that  case  the  figure  to  be 
used  is  the  one  for  1980. 

(4)  An  educational  expense  offset 
equal  to  the  tuition  paid  by  the  student 
and  spouse  for  dependent  children 
enrolled  in  elementary  or  secondary 
school.  The  tuition  that  may  be  reported 
is  the  tuition  paid  in  1979.  unless  die 
student  files  an  application  with  the 
Commissioner  under  the  provisions  of 


§  190.48.  In  that  case  the  tuition  reported 
will  be  that  paid  in  1980. 

(20  U.S.C.  1070a(a)(3)(B)) 

(b)  If  the  discretionary  income  is  a 
positive  amount,  multiply  it  by  one  of 
the  following  figures  to  determine  the 
expected  family  contribution  from  the 
effective  family  income  of  the  student 
and  spouse: 

(1)  75%  for  the  single  independent 
student  with  no  dependents;  or 

(2)  25%  for  the  independent  student 
with  one  or  more  dependents  (including 
a  spouse). 

If  the  discretionary  income  is  negative, 
there  is  no  expected  family  contribution 
from  effective  family  income. 

(20  U.S.C.  1070a(a)(3)(C)) 

§  190.45  Computation  of  the  expected 
contribution  from  the  assets  of  the 
independent  student  (and  spouse). 

(a)  Except  as  provided  in  paragraph 

(c),  the  expected  contribution  from  the 
net  assets  of  the  single  independent 
student  with  no  dependents  equals  33% 
of  the  amount  of  those  assets. 

(b)  For  an  independent  student  with 
dependents,  except  as  provided  in 
paragraph  (c),  the  expected  contribution 
from  the  assets  of  the  student  and 
spouse  is  determined  in  the  following 
manner: 

(1)  If  the  net  assets  do  not  include 
farm  or  business  assets,  deduct  an  asset 
reserve  of  $25,0(X)  from  the  net  assets. 

(2)  If  the  net  assets  include  farm  or 
business  assets  as  defined  in  §  190.42, 
deduct  an  asset  reserve  from  the  net 
assets  as  follows — 

(i)  If  farm  or  business  assets  are  less 
than  farm  or  business  debts,  deduct  an 
asset  reserve  of  $25,000  from  the  net 
value  of  all  assets. 

(ii)  If  farm  or  business  assets  exceed 
farm  or  business  debts,  and  the  net 
value  of  non-farm  and  non-business 
assets  is  $25,000  or  more,  deduct  an 
asset  reserve  of. 

(A)  $25,000  from  non-farm  and  non- 
business  assets,  and 

(B)  $25,000  from  farm  and  business 
assets. 

(iii)  if  farm  or  business  assets  exceed 
farm  or  business  debts  and  the  net  value 
of  non-farm  and  non-business  assets  is 
less  than  $25,000,  deduct  as  asset 
reserve  of  $50,000  from  the  net  value  of 
all  assets. 

(iv)  If  the  result  obtained  in  (2)(i). 
(2)(ii)(B),  or  2(iii)  is  a  negative  amount,  it 
shall  be  changed  to  zero. 

(3)  The  expected  contribution  from 
assets  equals  5%  of  the  remainder 
obtained  in  subparagraph  (1)  or  (2). 

(c)  If  the  calculation  of  discretionary' 
income  required  by  §  190.44(a)  produces 
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a  negative  number,  the  expected 
contribution  from  the  student’s  (and 
spouse’s]  assets  calculated  under 
paragraph  (b)(3)  shall  be  reduced  by  the 
amount  of  that  negative  discretionary 
income. 

(20  U.S.C.  1070a  (a)(3)  (B)  and  (C)) 

§  190.46  Computation  of  the  total 
expected  contribution  from  the  student’s 
(and  spouse’s)  income  and  assets,  adjusted 
for  number  of  family  members  enroll^  Hi 
programs  of  postsecondary  education. 

(a)  For  each  grant,  the  amount 
expected  from  family  income  as 
determined  in  §  190.44  is  added  to  the 
amount  expected  from  assets  as 
determined  in  §  190.45. 

(b)  For  each  grant,  the  combined 

expectation  determined  in  paragraph  (a) 
is  adjusted  in  the  following  manner  for 
the  number  of  family  members  who  will 
be  attending,  on  at  least  a  half-time 
basis,  a  program  of  postsecondary 
education  during  the  award  period  for 
which  Basic  Grant  assistance  is 
requested.  _ 

Number  of  family  members  Expecfed  cortlnbution  per 

enrolled  in  institutions  of  student  from  combined 

postsecondary  education  contribution 

1  _ _  100%  of  the  contribulion 

determined  in  paragraph 
(a). 

2  .  70%  of  the  contribution 

determined  in  paragraph 
(a). 

3  .  50%  Of  the  contribution 

determined  in  paragraph 
(a). 

4  or  more .  40%  of  the  contribution 

determined  in  paragraph 
(aj. 

Family  members  are  those  persons 
referenced  in  §  190.44(a)(1). 

(20  U.S.C.  1070a(a)(3)(C)) 

§  190.47  [Reserved] 

§  190.48  Extraordinary  circumstances 
affecting  the  expected  family  contribution 
determination  for  an  independent  student. 

(a)  An  applicant  may  submit  an 
application  to  the  Commissioner  for 
determination  of  his  or  her  expected 
family  contribution  using  income  data 
from  1980  instead  of  1979  if — 

(1)  A  spouse  whose  income  was  or 
would  have  been  included  in  the 
computation  of  the  expected  family 
contribution  has  died  in  1979  or  1980, 

(2)  A  spouse  whose  income  was  or 
would  have  been  included  in  the 
computation  of  the  expected  family 
contribution  has  lost  his  or  her  job  for  at 
least  10  weeks  during  1980, 

(3)  An  applicant  or  spouse  whose 
income  was  or  would  have  been 
included  in  the  computation  of  the 
expected  family  contribution  has  been 
unable  to  pursue  normal  income- 
producing  activities  for  at  least  10 


weeks  during  1980  because  of  (i) 
disability  or  (ii)  loss  or  damage  to 
income-producing  property  as  a  result  of 
natural  disaster, 

(4)  The  applicant  has  become 
separated  or  divorced  after  he  or  she 
submitted  his  or  her  application, 

(5)  The  applicant  was  employed  full¬ 
time  in  1979  (at  least  35  hours  per  week 
for  minimum  of  30  weeks  during  1979) 
and  is  no  longer  employed  full-time, 

(6)  An  applicant  or  spouse  whose 
income  was  or  would  have  been 
included  in  the  computation  of  the 
expected  family  contribution  has  had  a 
complete  loss  of  a  particular  type  of 
nontaxable  benefits  in  1979  or  1980. 
Types  of  nontaxable  income  would 
include  unemployment  benefits,  Social 
Security  benefits,  welfare,  etc. 

(7)  An  applicant’s  last  surviving 
parent  for  whom  financial  information 
was  reported  on  an  earlier  application 
for  the  award  period  has  died. 

(b)  An  application  submitted  under 
paragraph  (a)  shall  include  the  effective 
family  income  already  received  for  1980 
and  an  estimate  of  the  effective  family 
income  to  be  received  for  the  remainder 
of  that  year. 

(c)  An  applicant  may  submit  a  revised 
application  to  reflect  changes  in  asset 
amounts  reported  on  the  previously 
submitted  application  if  the  applicant  or 
the  applicant’s  spouse  has  suffered  a 
loss  of  or  damage  to  assets  resulting 
from  a  natural  disaster  in  an  area  that 
has  been  declared  a  national  disaster 
area  by  the  President  of  the  United 
States. 

(20  U.S.C.  107a(a)  (3)  (B)  (i)  (V)  and  (a)(3)(C)) 
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